Introduction
Companies which traded on the Stock Exchange announce important events and changes that affect their investment decisions. These statements cause to increase or decrease in the value of the shares due to the effects on the investor's decisions.
One of these announcements is the right issue announcement. Right issue defined here as having the right of receiving new shares in proportion to shares on hand when the corporation issues new shares for outsourcing capital increase. Prior to the issuance of new shares, companies make an announcement in the case of right issue and these announcements affect the decisions of investors.
The study consists of four parts. In the first part of the paper, after a definition of the right issue, we will talk about the right issue as defined and specified in the new Turkish Commercial Law. In the second part, a literature review about the studies regarding the impact of the rights issue announcements on stock prices will be conducted. In the third section, the methods of analysis will be reported; the last part of the study is about the findings of the research.
Right Issue Definition
Right issue can be defined as the right of existing shareholders that entitles them to buy new shares at a specific price in order to protect the interest rates. With right issue shareholders can buy new shares in proportion to their existing holdings (Adıgüzel, 2014: 4) .
Companies generally increase their capital by ensuring assets in cash or in kind from external resources. On the other hand, in increasing capital from internal resources, shareholders do not pay any cash or in kind resource, capital increase is fully met with internal resources. Therefore, internal capital increase does not provide an additional financial source, does not increase the assets of the company and does not affect the total market value. However, capital increase from internal resources facilitates company's reputation increase; helps strengthen the financial structure and update the capital in addition to some tax advantages (Yavuz, 2013: 129) .
Shares that are issued with a new commitment or payment, meaning right issue may be issued in the establishment or public offering phase. Right issue is a right related to shares in hand, and it can only be used by shareholder. It is also a subjective and proportional right. However, it is not a vested right because of the fact that it can be restricted or eliminated. The aim of this right is to protect the number of shares of the existing shareholders after capital increase. Thus, it prevents the reduction of financial and administrative rights such as vote in plenary session and participation in profits. The removal or restriction of this right is possible only in certain circumstances (Adıgüzel, 2014: 3) .
The restriction of right issue can be in the form of limiting a portion of the shares that they deserved to receive; limiting the rights of some shareholders; prohibiting the transfer of rights to others and inhibiting shareholders from getting some categories of shares. The removal of right means to prohibit the right to buy new shares completely (Adıgüzel, 2014: 7) .
In the new Turkish Commercial Law, capital increase can be implemented in three ways. These are capital increase with capital commitment, internal resources for capital increase and contingent capital increase. Right issue is analysed as a type of contingent capital increase in that law. This article is valid for register capital system and board decision except quorum. Board of directors explain with a report the reasons of limitation or elimination of right issue; causes of issuance of new shares with or without premium; the calculation method of premium. This report is registered and announced.
(3) The board of directors sets the essentials of right issue with a ruling and allows, at least fifteen days, to the shareholders for issuing in that ruling. This ruling is registered and published in a national newspaper that has at least a circulation of fifty thousand. Moreover, it is put on the website of the company.
(4) Right issue can be transferred. (5) Company cannot prevent the right issue by suggesting that the transfer of registered shares is limited by articles of association."
Literature Review
There is a wide range of studies about the impacts of announcements such as company mergers and transfers, dividend, capital changes, macroeconomic data on the returns of shares. In the same way, there are several studies about the impacts of right issue announcements on the share prizes in different countries.
Hansen ( Suresh and Gajendra (2012) have analysed the right issue announcement effect on share returns, by using event study methodology for Nifty 50 stocks from 1995 to 2011. They reported a statically insignificant negative abnormal return (ARR of -0.048) on announcement day. The event has also reported that there is no significant change in trade volume of analysed stocks during announcement period. In the study, it was concluded that right issue announcements have a negative effect on Indian market (Ramesh and Rajumesh, 2014: 154) . Cahit Adaoğlu (2006: 250) analysed the effects of "unsweetened" (plain) and "sweetened" (with simultaneous distribution of bonus issues) rights issues on the Istanbul Stock Exchange Market. He reported in that study that there is a significant negative return (-7.1%) in "unsweetened" right issues while there are positive returns (2%) in "sweetened" right issues.
The studies about the impact of right issue on share returns are shown in the table below Table-1): 
Method of Study
In this study, the data is analysed using the event study method. Event study is used in the measurement of unusual response of market when an event occurs. Event study examines the changes on corporate value caused by a specific event (Mutan and Topçu, 2009: 1).
Event study determines the impact of an event on firm value by using specific data from financial market. The effects of an event impact rapidly the share prices, thus it is possible to test these effects through the prices of the stocks (MacKinlay, 1997: 14).
In the case study, event window is defined; the criterion is selected; normal and abnormal returns are calculated; hypotheses are developed; estimation window is determined and the results are interpreted respectively. With the assumption that abnormal returns reflect the response of stock prices to events, abnormal returns are calculated as: (Koçyiğit ve Kılıç, 2008: 170) :
ARi = Rit -Rmt
ARi − abnormal return of share i in t day, Rit − actual return of share i in t day, Rmt − expected return of share I in t day.
Getting the average effect of the announcements of all companies rather than evaluating each company separately provides a better result. Because "averaging across all companies should minimize the effect of other events" (Prakash, 2013: 11) . Average abnormal returns (AAR) are calculated by taking abnormal returns of different companies in the same time period.
In this study, cumulative abnormal returns and cumulative average abnormal returns around event are calculated as: CAR (t1, t2) = ΣAR For testing the significance of AAR and CAR, t test is used.
The basic evaluation period is the day of announcement (0). Price performance of before and after the announcement (20, -20) and each share's changes in returns of will be analysed.
Empirical Evidence
In this study, the impacts of right issue announces on the share price of trade banks traded in Istanbul Stock Exchange Market are shown. These trade banks are Akbank Inc., Alternatifbank Inc., Denizbank Inc., As it can be seen from the table (Table-2) , there is no significant finding about the impact of right issue announcements on share prices of deposit banks traded in Istanbul Exchange Market.
However, when Abnormal Returns (AR) before and after event day are analysed separately, significant abnormal returns are detected in some periods. During the period of forty days (20, -20), we can observe that 100% of the abnormal returns of six days; 80% of the abnormal returns of ten days and 60% of the abnormal returns of twelve days are negative. Table 3 shows the information regarding right issue announcements impound in the share price returns in different periods. Cumulative Average Abnormal Return (CAAR) is found to be negative during post-announcement period of 10 days (0, 10) in 5% significance level. Moreover, as in the table 2, the percentages of negative abnormal returns in the same periods are shown in the Table 3 .
Conclusion
Cumulative Average Abnormal Returns (CAAR) is found to be negative in a ten days period after the announcement date (0, 10). This means that investors of deposit banks can yield abnormal returns in the period of ten days after the announcement.
Even if it is not statically significant, the other finding of the study is that 100% of the abnormal returns of six days; 80% of the abnormal returns of ten days and 60% of the abnormal returns of twelve days are negative.
More significant results can be observed by analysing wider samples. Moreover, all the important events in the announcement day that can affect the share price should be analysed together.
